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had not only introduced an element of protection to the Indian
cotton industry, but what was more important, it was also the
first step in the direction of an ever-increasing degree of manipu-
lation of the customs tariff for the benefit of all kinds of indi-
genous industries.1
No further changes in the cotton tariff were made till
1921-22. In that year the Government of India were faced, with
an estimated budget deficit of over Rs. 18 crores, and had to
impose fresh taxation. The largest part of this deficit was
proposed to be covered by changes to the import tariff, which
were estimated to bring in a revenue of Rs. 8 crores. Among
other large and important changes in the rates of import duty,
the general rate of duty, which had been placed at 7^ per cent
in 1916-17, was enhanced to u per cent. While the enhanced
general rate of 1916-17 had left out the cotton manufactures
from its scope, the general increase in the rate effected in 1921-22
included the cotton manufactures as well. And since the excise
duty on the Indian mill-made piece-goods was retained at the
old rate of 3! per cent, the tariff change of this year contained
an appreciable element of protection to the Indian Cotton-mill
Industry in that the net effect of the new import duty was to
lay a differential burden of 7^ per cent on all imported cotton
manufactures as against those of Indian mills. In consideration
of this substantial benefit conferred on the Cotton-mill Industry,
however, the concession granted in the then existing tariff of
allowing the exemption of all spinning and weaving machinery
as well as mill stores from the import duty was withdrawn.
Now, though this substantial increase in the cotton duties was
calculated to be undoubtedly protective in its effect, the
Finance Member took care to make it plain that his intention
in proposing this measure was the production of badly needed
revenues on a larger scale, and not protection of any kind.
At the same time, he could not help admitting that the effect
of many of the revenue duties in their then existing high level
was bound to be somewhat protective in character. He there-
1 Financial Statement, 1917-18.